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Lecturer

Eric de Bodt (www.edebodt.net — eric.debodt@univ-lille2.fr)

Lecture goals

The “Mergers and Acquisitions — Strategic Games” will propose a practical introduction to Game
Theory and Auction Theory concepts. Students will learn, playing numerous games, to master
fundamental game theory concepts such as rational choices, beliefs, actions profiles, equilibrium
in the frame work of strategic games, with perfect and imperfect information. The emphasis will
be on intuitions and results (proofs will be presented when allowing a better understanding of the
concepts), with in particular applications in the fields of Auctions theory and Mergers and

Acquisitions.

Topics

O 1 Introduction

1.1 What is game theory?
1.2 The theory of rational choice
1.3 Coming attractions: interacting decision-makers

O 2 Nash Equilibrium Theory

2.1 Strategic games

2.2 Example: the Prisoner’s Dilemma
2.3 Example: Bach or Stravinsky?
2.4 Example: Matching Pennies

2.5 Example: the Stag Hunt

2.6 Nash equilibrium

2.7 Examples of Nash equilibrium
2.8 Best response functions

2.9 Dominated actions

2.10 Equilibrium in a single population: symmetric games and symmatric
equilibria

O 3 Nash Equilibrium: lllustrations

3.5 Auctions

O 4 Mixed Strategy Equilibrium

4.1 Introduction

4.2 Strategic games in which players may randomize

4.3 Mixed strategy Nash equilibrium

4.4 Dominated actions

4.5 Pure equilibria when randomization is allowed

4.7 Equilibrium in a single population

4.9 The formation of player’s beliefs

4.10 Extension: finding all mixed strategy Nash equilibria

4.11 Extension: games in which each player has a continuum of actions
4.12 Appendix: Representing preferences by expected payoffs

O 9 Bayesian Games

9.1 Motivational examples

9.2 General definitions

9.3 Two examples concerning information
9.6 lllustration: auctions


http://www.edebodt.net/

Evaluations

Student evaluations will be based on two written tests and one case application. The two
written tests will emphasize concepts mastering and main results of game and auction theories.
The case application will provide the opportunity to the students to try to use these main concepts
and results as a reading grid to interpret real economic behaviors.

Support

A set of more or less 200 slides are provided to the students and constitutes the main
support of the lecture. Matthews (1995) and Dasgupta and Hansen (2007) papers are available
as .pdf files.
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